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The in fo rm a tio n  conta ined in th is report has been prepared fro m  sources considered re liable, b u t its accuracy is no t guaranteed by us 
and is N O T necessarily a com plete  sum m ary o f all available m aterials on the sub ject. O pin ions expressed herein do no t necessarily re flect 
In s titu te  p o lic y . R eproduction  o f these materials w ith o u t p r io r approval o f the A IC P A  is p ro h ib ite d .
1RAILROAD ACCOUNTING PRINCIPLES BOARD
An exposure d r a f t  p roposing  e ig h t  R a ilro a d  A ccounting P r in c ip le s  t o  govern th e
d e te rm in a tio n  o f  c o s ts  fo r  s p e c i f ic  re g u la to ry  purposes h as  been is su e d  by th e
R ailro ad  A ccounting P r in c ip le s  Board (RAPB). The Board h as  req u es ted  comments on
th e  exposure d r a f t  by 4 /20 /87  and announced th a t  a  p u b lic  h e a r in g  w i l l  be h e ld  on 
4 /3 0 /8 7  (s e e  th e  2 /2 0 /8 7  F ed . Reg., pp. 5 3 6 1-62 ). The e i g h t  p ro p o se d  p r i n c i p l e s  
a r e  d iv id e d  b e tw e e n  fo u r  g e n e r a l  p r i n c i p l e s  and  fo u r  s p e c i f i c  p r i n c i p l e s .  The 
fo u r  g e n e r a l  p r i n c i p l e s  a r e  a s  f o l lo w s :  1) C a u s a l i t y — C o s ts  s h a l l  o n ly  be  
a t t r ib u te d  to  c o s t  o b je c t iv e s  when a  c au sa l r e la t io n s h ip  e x is t s ;  2) Homogeneity— 
Cost in fo rm a tio n  s h a l l  be o rg an ized  in  homogeneous c o s t  p o o ls ; 3) P r a c t i c a l i t y — 
C ost and r e la te d  in fo rm a tio n  s h a l l  be  f e a s ib le  t o  o b ta in , e f f i c i e n t l y  determ ined , 
and m a te r ia l  in  amount; 4) D ata I n te g r i t y —C ost and r e la te d  in fo rm a tio n  s h a l l  be 
v a lid , a c c u ra te , and v e r i f i a b le .  The fo u r s p e c i f ic  p r in c ip le s  a re  a s  fo llo w s: 1) 
E n t i ty —The r a i l r o a d  e n t i t y  s h a l l  com prise th e  a c t i v i t i e s  o f  a f f i l i a t e d  r a i l r o a d s  
and t h e i r  r a i l r o a d - r e la te d  a f f i l i a t e s ;  2) C o st o f  C a p i t a l — The c o s t - o f - c a p i t a l  
r a t e  s h a l l  be a  w eigh ted  average r a t e  computed u sin g  th e  p ro p o r tio n s  o f  d eb t and 
e q u i ty  a s  d e te rm in e d  b y  t h e i r  m a rk e t v a lu e s  and  t h e i r  c u r r e n t  m a rk e t r a t e s ;  3) 
A sset V a luation  and R ela ted  Expense—A sse ts  s h a l l  be valued  a t  e i th e r  th e  value  o f  
r e s o u r c e s  fo rg o n e  by  th e  e n t i t y  t o  a c q u i r e  th e  a s s e t s  o r  a t  th e  c u r r e n t  m a rk e t 
v a lu e ,  d e p en d in g  on th e  r e g u la to r y  a p p l i c a t io n ;  and 4) P ro d u c tiv ity —To m easure 
c o s t  ch an g es  a c c u r a t e ly ,  in d i c e s  Used f o r  r a i l r o a d  r e g u l a t o r y  p u rp o s e s  s h a l l  
in c o rp o ra te  changes in  p ro d u c t iv i ty  as  w e ll  as  changes in  in p u t p r ic e s .  The RAPB 
a ls o  e x p la in s  in  i t s  exposure d r a f t  how th e  above proposed p r in c ip le s  would a f f e c t  
su ch  s p e c i f i c  r e g u la to r y  a p p l i c a t i o n s  a s  re v e n u e  ad eq u acy , maximum r a t e ,  
co m p e titiv e  access , abandonm ent/surcharge, minimum ra te /lo n g -can n o n  fa c to r ,  r a i l  
c o s t  ad ju stm en t f a c to r  and th e  g en era l-p u rp o se  c o s tin g  system s.
The RAPB a ls o  made sev e ra l-  a d m in is tr a t iv e  recom m endations to  th e  I n te r s t a t e  
Commerce Commission (ICC) to  f a c i l i t a t e  im plem en ta tion  o f  th e  proposed p r in c ip le s ,  
in c lu d in g  th a t  th e  IOC should  c o n s id e r re q u ir in g  independent acco u n tan ts  to  comply 
w ith  S ta tem en ts  on  A ud iting  S tandards No. 35 and th e  AICPA S ta tem en t on S tandards 
fo r  A t te s ta t io n  Engagements (and su ccesso r pronouncements) when p re p a rin g  re p o r ts  
u sing  agreed-upon p ro ced u res: The RAPB h as  a ls o  req u e s te d  s p e c if ic  r e p l ie s  t o  th e  
fo l lo w in g  tw o  q u e s t io n s :  1) W ith  r e s p e c t  t o  t h e  E n t i t y  P r i n c i p l e ,  th e  RAPB i s  
c o n s id e rin g  reco g n iz in g  th e  g a in  o r  lo s s  when an a s s e t  i s  a c tu a l ly  d isp o sed  o f  by 
th e  e n t i t y  r a t h e r  th a n  when th e  a s s e t  i s  r e c l a s s i f i e d  from  o p e r a t in g  to  
nonopera ting  s ta tu s .  The p r in c ip le ,  as w r i t te n ,  re q u ire s  re c o g n itio n  a t  th e  tim e  
o f  r e c l a s s i f i c a t i o n  and 2) W ith re s p e c t to  th e  Uniform R a il C osting  System (URCS), 
th e  RAPB i s  co n s id e rin g  w hether to  recommend a) t h a t  th e  ICC d e lay  im plem enting 
th e  URCS u n t i l  th e  s t u d i e s  recom m ended b y  t h e  RAPB a r e  c o m p le te d  o r  b) t h a t  i t  
im plem ent th e  URCS co n cu rren t w ith  th e  s tu d ie s .  
I n d iv i d u a l s  w is h in g  t o  t e s t i f y  sh o u ld  n o t i f y  th e  RAPB a t  P.O. Box 50608, 
W ashington, D.C. 20004 by 3 /20 /87 ; th e  RAPB n o tes  t h a t  d e ta i le d  in s t r u c t io n s  fo r  
th e  h e a r in g  w i l l  be p u b lish ed  in  th e  F ed e ra l R eg is te r . Copies o f  th e  two-volum e 
e x p o su re  d r a f t  a r e  a v a i l a b l e  by  w r i t i n g  th e  RAPB a t  t h e  above a d d re s s  o r  by  
c a l l in g  C harles  Yager a t  th e  RAPB a t  202/275-1635.
SECURITIES AND EXCHANGE COMMISSION
A conference  on F e d e ra l-S ta te  S e c u r i t ie s  R eg u la tio n  i s  scheduled  t o  be h e ld  on 4 /7 -  
8787 i n  B a l t im o re ,  MD, by  th e  SEC and N o rth  A m erican  S e c u r i t i e s  A d m in is t r a to r s  
A s s o c ia t io n ,  In c . (NASAA). A t th e  C o n fe re n c e , r e p r e s e n t a t i v e s  from  th e  SEC and 
NASAA w i l l  meet to  d is c u s s  methods o f  enhancing co o p era tio n  in  s e c u r i t i e s  m a tte rs  
in  o r d e r  t o  im prove  th e  e f f i c i e n c y  and e f f e c t i v e n e s s  o f  b o th  f e d e r a l  and s t a t e
2s e c u r i t i e s  r e g u l a t i o n .  A t t e n d a n c e  w i l l  b e  l i m i t e d  t o  SEC an d  NASAA 
r e p r e s e n t a t i v e s .  In  c o n ju n c t io n  w i th  t h e  C o n fe re n c e , t h e  SEC h a s  p u b l i s h e d  a  
proposed agenda and announced a  p u b lic  h e a r in g  fo r  th e  subm ission  o f  comments on 
th e  ag en d a  and  o th e r  r e l e v a n t  s u b je c t s  ( s e e  th e  2 /2 0 /8 7  F ed . Reg., pp . 53 6 7 -7 1 ). 
The t e n t a t i v e  ag enda  f o r  t h e  C o n fe re n ce  in c lu d e s  t o p i c s  i n  t h e  a r e a s  o f  
c o r p o r a t io n  f in a n c e ,  in v e s tm e n t  m anagem ent, m a rk e t r e g u l a t i o n  and  o v e r s ig h t  
e n fo rc e m e n t. T o p ic s  o f  p a r t i c u l a r  i n t e r e s t  on w h ich  t h e  SEC r e q u e s t s  com m ent 
in c lu d e  th e  e s t a b l i s h m e n t  o f  one o r  m ore s e l f - r e g u l a t o r y  o r g a n iz a t i o n s  f o r  
in v estm en t a d v iso rs  and f in a n c ia l  p lan n ers . The SEC w i l l  a l s o  seek  NASAA's view s 
on m a t t e r s  r e l a t i n g  t o  th e  C o m m iss io n 's  o n g o in g  s tu d y  o f  c o n f l i c t s  o f  i n t e r e s t  
fa c e d  by  p la n n e r s  and how f e d e r a l - s t a t e  c o o p e r a t io n  c a n  a s s i s t  t h e  SEC i n  
conducting  th e  study. The p u b lic  h e a r in g  w i l l  be  h e ld  a t  th e  h e a d q u a rte rs  o f  th e  
SEC, 450 5 th  S t r e e t ,  N.W., W ash in g to n , D.C. 20549, Room 1C-40 on 3 /1 6 /8 7  a t  10 
a.m. Those w ish ing  to  comment should  n o t i f y  R ichard  W ulff a t  th e  SEC in  w r i t in g  
by 3 /4 /87 . W ritte n  comments n o t p re se n te d  in  co n n ec tion  w ith  an o r a l  p re s e n ta t io n  
a re  due by 3/20/87. For f u r th e r  in fo rm a tio n  c o n ta c t  Mr. W ulff a t  202/272-2644.
TREASURY, DEPARTMENT OF
What ty p es  o f  in v estm en ts  w i l l  n o t be s u b je c t t o  a r b i t r a g e  r e s t r i c t i o n s  a r e  th e
s u b j e c t  o f  r e g u l a t o r y  g u id a n c e  r e c e n t l y  i s s u e d  b y  th e  IRS i n  N o tic e  87-22 .
C u rren t law im poses a rb i t r a g e  r e s t r i c t i o n s  on th e  p roceeds o f  s t a t e  o r  lo c a l  bonds 
u se d  t o  a c q u i r e  " in v e s tm e n t  p r o p e r ty ,"  and  p r o v id e s  t h a t  ta x -e x e m p t bon d s a r e  
excluded from th e  d e f in i t io n  o f  " in vestm en t p ro p e rty ."  The proposed  re g u la tio n s  
p rov ide  t h a t  th e  te rm  " in vestm en t p ro p e rty "  w i l l  n o t in c lu d e  " tax-exem pt bonds, 
o b lig a t io n s  is su e d  by th e  U.S. T reasu ry  p u rsu a n t to  th e  Demand D eposit S ta te  and 
Local Government S e r ie s  program , and c e r ta in  r e la te d  tem porary  in v estm en ts ."  The 
p ro p o sa l f u r th e r  s ta t e s ,  "For t h i s  purpose, s to ck  o f  c e r ta in  q u a l i f ie d  re g u la te d  
in v e s tm e n t  co m p an ies  w i l l  b e  t r e a t e d  a s  a  ta x -e x e m p t bond." N o tic e  87-22  i s  
scheduled  to  be p u b lish ed  in  I n te r n a l  Revenue B u l le t in  1987-10, d a te d  3 /9 /8 7 . For 
fu r th e r  in fo rm a tio n  c o n ta c t R ichard G. B lum enreich a t  th e  IRS a t  202/566-3459.
Proposed re g u la t io n s  r e l a t i n g  t o  recordkeep ing , re p o r tin g , a u d i t  and c a p i t a l
req u irem en ts  fo r  b ro k e rs  and d e a le r s  in  governm ent s e c u r i t i e s  have been p u b lish ed
  b y  th e  T re a s u ry  D epartm en t  ( s e e  t h e  2 /2 5 /8 7  F ed . Reg. ,  p p . 5 6 6 0 -5 7 1 1 ). The 
re g u la tio n s , which im plem ent th e  Government S e c u r i t ie s  A ct o f  1986, la rg e ly  adopt 
e x is t in g  req u irem en ts  under s e c tio n s  15 and 17 o f  th e  S e c u r i t ie s  Exchange A ct o f  
1934. As a  r e s u l t ,  t h e  p ro p o s a l  n o te s ,  c o m p lia n c e  b y  r e g i s t e r e d  b r o k e r s  o r  
d e a le rs  w ith  ru le s  under th o se  tw o s e c t io n s , in  g e n e ra l, w i l l  be  deemed com pliance 
w ith  th e  new T reasury  p ro p o sa l. The D epartm ent h a s  a ls o  concluded t h a t  re g u la tio n s  
c u r r e n t l y  a p p l i c a b l e  t o  f i n a n c i a l  i n s t i t u t i o n s  t h a t  a r e  g o v e rn m en t s e c u r i t i e s  
b ro k e r s  and d e a l e r s  a l s o  e f f e c t i v e l y  m eet th e  p u rp o s e s  o f  th e  law . P r e v io u s ly  
u n reg u la ted  governm ent s e c u r i t i e s  b ro k e rs  and d e a le r s  w i l l  now be re q u ire d  by  th e  
r u l e s  t o  r e g i s t e r  w i th  th e  SEC and  t o  j o i n  a  s e l f - r e g u l a t o r y  o r g a n iz a t i o n .  The 
T re a s u ry  p ro p o s a l  r e q u i r e s  a l l  r e g i s t e r e d  g o v e rn m en t s e c u r i t i e s  b r o k e r s  and 
d e a le rs  t o  f i l e  q u a r te r ly  re p o r ts  o f  u n au d ited  f in a n c ia l  s ta te m e n ts  and an annual 
re p o r t  c e r t i f i e d  by  an independent p u b lic  acco u n tan t. The a c c o u n ta n t's  r e p o r t  i s  
to include, among other things, schedu les concern ing  l iq u id  c a p i t a l  and custom er 
re se rv e  req u irem en ts  and a  re p o r t  can in te r n a l  accoun ting  c o n tro ls ,  in c lu d in g  any 
m a te r ia l  inadequac ies  in  th o se  c o n tro ls . The Government S e c u r i t ie s  A ct re q u ire s  
t h a t  th e  re g u la tio n s  become e f f e c t iv e  as  tem porary  re g u la t io n s  on 5 /26/87  and as  
f in a l  re g u la t io n s  on 7 /25 /87 . Comments on th e  p ro p o sa l m ust be su b m itted  b e fo re  
3 /27/87. For fu r th e r  in fo rm a tio n  c o n ta c t E lle n  Seidman a t  th e  T reasu ry  D epartm ent 
a t  202/566-2278.
3SPECIAL: WAYS AND MEANS SUBCOMMITTEE TO REVIEW LOBBYING ACTIVITIES By TA X -EXEMPT
ORGANIZATIONS
Lobbying and p o litic a l a c tiv itie s  o f tax-exempt organizations w ill  be the subject o f a
3/12/87 hearing by the House Ways and Means Subcommittee on Oversight. The
Subcommittee inquiry w ill  examine the extent to which organizations electing tax
exempt status under section 501 of the Internal Revenue Code engage in lobbying 
and p o lit ic a l a c tiv itie s , the applicable Federal tax laws and the adequacy of the 
IRS1 enforcement a c t iv i t ie s .  A ffected  501 organizations include ch aritab le , 
educational, labor, s o c ia l w elfare , war veteran organizations and business 
leagues. The Subcommittee emphasized that the scope of the hearings w ill  include 
review of the overall, basic definitions o f lobbying and p o litic a l a c tiv itie s  and 
w i l l  not include the recen tly  proposed Department o f Treasury regulation s 
regarding lobbying by organizations electing under section 501(h) (see the 11/10/86 
Wash. Rpt.). Subcommittee Chairman J.J. Pickle (D-TX) noted that although some of 
the tax rules applicable to the lobbying a c tiv itie s  o f tax exempt organizations 
date back to  1934, a f u l l  and comprehensive review has not been conducted. 
"Taxpayers have a right to be assured that organizations enjoying favorable tax 
treatment are operating for the public benefit," the chairman stated. The hearing 
i s  scheduled to  begin a t  9:30 a.m. in  Room 1100 of the Longworth House O ffice  
Building, Washington, D.C. For furth er inform ation contact the House Ways and 
Means Committee at 202/225-3627.
For further i n f ormat io n  contact Shirley Hodgson or Joseph Pe tito  a t  202/872-8190.
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